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102-1355

26 March 1992

Washington, DC

THE TAX PACKAGE - Congress is now considering a major tax proposal designed

to restore fairness and help stimulate the economy.
its

The Senate has adopted

package and the House adopted a version all its own.

importance of this proposed legislation,

Because of the

I dedicate this week's newsletter

to this very topic.

The Senate version is mostly the product of our own

Senator

is

The

Bentsen

who

differences

the

between

Chairman
the

of

two will

the

Senate

Finance

Committee.

probably be worked out by the

time you read this, but these are the basic points as of now:
TAX CUTS FOR INDIVIDUALS
SENATE: Create a permanent $300 tax credit for children under 16, available

to families with adjusted gross incomes less than $47,500, and phase out
the credit for families with adjusted incomes between $47,500 and $60,000.
After $60,000, the credit would not apply.
Two-year tax credit for one-fifth of Social Security and Medicare
taxes paid by workers, up to $200 a year for individuals and $400 for
couples.
The House credit, unlike the Senate's, would be paid even if
it exceeded Federal taxes owed.

BOUSE:

*****

Allow either a deduction of interest paid on student loans, or
a tax credit of 15 percent of such interest up to $300. A new pilot program
of student loans would have the IRS collect payments.
SENATE:

Tax credit of 15 percent of student loan interest up to $300, and
up to $500 when interest equals 10-percent of taxpayer's income.
Credit
phased out at adjusted gross incomes between $75,000 and $100,000 for
couples paying a dependent's interest and at adjusted incomes between
$50,000 and $75,000 for couples paying their own interest.

BOUSE:

*****

SENATE: Restore complete deductibility at all income levels of up to $2,000
for contributions to Individual Retirement Accounts (IRA's).
Create new
IRA's with non-deductible contributions; withdrawn income would not be
taxed if deposits had been in the account for five years.
BOUSE: No provision.
TAX CUTS FOR BUSlllESSES

Lower tax rates on capital gains from the current range (15 to
28 percent> to a range of 5 percent, for those with lowest incomes, to
28 percent.
Assets would have to be held two years to qualify.
Institute
an effective maximum 14 percent rate on gains from new investments in
small business held five years.

SENATE:

Index for inflation the gains on assets acquired after
31, 1992.
Similar provision for a maximum 14 percent rate
investments in small business held five years.

BOOSE:

January
new

on

*****
SENATE: Extend through 1993 a credit for 20 percent of increases in business

research and experimentation.
BOUSE: Make the credit permanent.

*****
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Extend through 1993 a measure allowing employees to exclude
income up to $5,250 in employer-provided educational assistance.

SENATE:

from

HOUSE: Make the measure permanent.

***"*"""
Repeal luxury taxes of 10 percent of the cost of private planes
above $250,000, boats and yachts above $100,000 and jewelry and furs above
$10,000.
Retain, but index for inflation, the $30,000 threshold for the
10 percent tax on lu~ury automobiles.
SENATE:

HOUSE: Same.
REAL ESTATE

Assist home buyers by allowing penatly-free IRA withdrawals for
the purchase of homes by individuals who have not owned one in two years.
Withdrawals for educational and medical expenses and of up to $10,000
for the purchase of a new car would also be penalty-free, as would
withdrawals for any purpose by people unemployed for longer than 12-weeks.
SENATE:

HOUSE: Similar, but limit the withdrawals to $10,000 and make them available

only to individuals who have not owned a home in three years. Also, assist
sellers by indexing for inflation the current once-in-a-lifetime exclusion
from capital gains taxes of $125,000 of the profit from the sale of
principal residence by someone 55 or older.

*****

Create tax credits equal to 10 percent of purchase price of a
new home, up to $5,000, through 1993, by individuals who have not owned
one in three years.
SENATE:

HOUSE: No provision.
INCOME TAX RATES

Increase the top income tax rate to 36 percent, by adding a new
bracket beginning at a taxable income of $150,000 for single taxpayers
and $175,000 for joint taxpayers. Current top rate is 31 percent.
SENATE:

Increase the top rate to 35 percent, beginning at a taxable income
of $85,000 for individual taxpayers and $145,000 for joint payers.
Also,
increase the alternative minimum tax to 25 percent, up from 24 percent.

HOUSE:

***"*"""
Impose a 10 percent surcharge on the tax
excess of $1 million, affecting about 60,000 people.
SENATE:

on

taxable

income

in

HOUSE: Same.

***"*"""
Make permanent the limits on itemized deductions and personal
exemptions of upper-income taxpayers that are due to expire in 1995.
SENATE:

HOUSE: Extend the limits through 1997.
HEALTH CARE PROVISIONS
SENATE: Prohibit heal th insurance companies from cance lling coverage or
excluding members of small groups because of existing health problems
or prior claims, and eliminate gaps in coverage for workers changing jobs.
Seek to limit the wide variation in health insurance premiums and restrict
increases in premiums.
Encourage states to help small businesses to join
".groups" that can gain better insurance coverage.
HOUSE: No provision.

***"*"""
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information on this legislation.
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